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1 . SUMMARY: AT DECEMBER 20 EC-TURKISH ASSOCIATION 
COUNCIL MEETING, TURKS - IN ORDER TO PREVENT FURTHER DETER- 
IORATION IN EC-TURKISH RELATIONS - ACCEPTED AN EC PACKAGE 
ONLY MARGINALLY IMPROVED OVER THAT OFFERED BY THE COMMUNITY 
LAST JULY. TURKISH FOREIGN MINSTER CAGLAYANGIL TOLD PRESS, 
HOWEVER, THAT TURKEY EXPECTS FURTHER COMMUNITY CONCESSIONS, 
PARTICULARLY FOR TURKISH AGRICULTURAL PRODUCTS, AS WEST 
EUROPEAN ECONOMIES RECOVER. END SUMMARY. 

2. AS EXPECTED (REFS A AND B), EC-TURKISH ASSOCIATION 
COUNCIL MEL DECEMBER 20 WITH DUTCH FOREIGN MINISTER VAN DER 
STOEL IN THE CHAIR AND FOREIGN MINISTER CAGALAYNAGIL LEADING 
TURKISH DELEGATION. MEETING HAD BEEN TWICE POSTPONED 
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PREVIOUSLY (JULY AND OCTOBER) BECAUSE GOT HAD CON- 
SIDERED INSUFFICIENT THE COMMUNITY'S PROPOSALS FOR 
IMPROVING THE ASSOCIATION AGREEMENT AND MOVING THE 
EC-TURKISH ASSOCIATION TO ITS NEXT PHASE. AT RELA- 
TIVELY BRIEF (70 MINUTES) DECEMBER 20 SESSION, TURKS 
ACCEPTED EC PACKAGE, CAREFULLY WORKED OUT AND AGREED 
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TO IN ADVANCE (REFS A AND B), WHICH INCLUDES FOLLOWING 
MODEST IMPROVEMENTS OVER PROPOSALS MADE EARLIER IN 
YEAR: (A) ADDITIONAL AGRICULTURAL CONCESSIONS, 

INCLUDING OLIVE OIL (WE DO NOT YET HAVE FULL DETAILS); 

AND (B) "SECOND PRIORITY" TREATMENT FOR TURKISH WORKERS 
SEEKINGEMPPLOYMENT IN THE COMMUNITY, AND BETTER SOCIAL 
ADVANTAGES FOR TURKISH WORKERS ALREADY IN EC COUNTRIES. 
LOCAL TURKISH REPS AND EC OFFICIALS CONCEDE THAT THE 
FACE-SAVING "SECOND PRIORITY" LANGUAGE WILL RESULT IN 
NO ADDITIONAL TURKISH WORKERS COMING INTO THE EC UNTIL 
MEMBER COUNTRIES' ECONOMIC SITUATION HAS IMPROVED CON- 
SIDERABLY. 

3. THE FINANCIAL PORTION OF THE PACKAGE IS AS FORESEEN: 

A TOTAL OF 3 10 MILLION U.A. IN LOANS TO TURKEY BY THE 
EUROPEAN INVESTMENT BANK (EIB). REPORTEDLY 90 MILLION 
U.A. WILL BE PROVIDED UNDER ORDINARY EIB TERMS - 40 
YEARS AT 12 PER CENT INTEREST, WITH A GRACE PERIOD OF 

7 YEARS - AND 220 MILLION U.A. WILL BE EXTENDED AS 
"SPECIAL LOANS" - 30 YEARS AT 2 1/2 PER CENT WITH AN 

8 YEAR GRACE PERIOD. APPARENTLY THE EC HAS ACCEPTED 
TURKEY S REQUEST TO SHORTEN THE PERIOD TO BE COVERED 
BY THIS FINANCIAL PROTOCOL BY AGREEING THAT ALL THE 
ENVISAGED LOANS WILL BE EXTENDED BY OCTOBER 31, 1981, 
REGARDLESS OF THE DATE ON WHICH THE FINANCIAL PROTOCOL 
IS FINALLY RATIFIED BY EC MEMBER STATES. 

4. WE UNDERSTAND THAT IN REPONSE TO TURKISH ARGUMENT 
THAT TURKEY NEEDS ADDITIONAL TIME TO PROTECT SOME NASCENT 
INDUSTRIES, EC HAS AGREED TO FURTHER DISCUSSIONS WITH 
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GOT REGARDING SCHEDULE FOR REDUCTION OF TURKISH INDUS- 
TRAIL TARIFFS AR SPECIFIED UNDER ORIGNAL ASSOCIATION 
AGREEMENT AND RELATED PROTCOLS. 

5. IN BRIEFING THE PRESS FOLLOWING THE ASSOCIATION 
COUNCIL MEETING, VAN DER STOEL SAID THE EC HOPES THE 
NEW AGREEMENT WILL GIVE "NEW IMPETUS" TO EC-TURKISH 
RELATIONS. CAGLAYANGIL TOLD THE PRESS THAT EC OFFER 
IS NOT COMMENSURATE WITH TURKEY'S NEEDS, BUT GOT HAD 
ACCEPTED IT BECAUSE (A) EC IS UNDERGOING PERIOD OF 
ECONOMIC SLOWDOWN, AND IT WOULD HAVE SUITED NO 
TURKISH INTEREST TO INSIST ON WHAT THE COMMUNITY COULD 
NOT, OR WOULD NOT, GIVE; AND (B) TURKEY DOES NOT WISH 

TO RUPTURE THE EC-TURKISH DIALOGUE. CAGLAYANGIL CLAIMED 
THAT TURKEY HAD ACCEPTED EC PACAKAGE WITH UNDERSTANDING 
THAT IMPROVEMENTS. PARTICULARLY IN AGRICULTUURAL SECTOR, 
CAN BE NEGOTIATED WHEN GENERAL ECONOMIC SITUATION 
WARRANTS. HE WARNED THAT IF EC DOES NOT AGREE TO 
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FURTHER AGRICULTURAL CONCESSIONS (AT SOME UNSPECIFIED 
FTURE TIME), "TURKEY WILL TAKE APPROPRIATE MEASURES 
WITHOUT DELAY" (PRESUMABLY AS REGARDS IN- 
DUSTRIAL TARIFFS). 

5. COMMENT. IN EFFECT, AS PREVIOUSLY REPORTED IN 
REFS A AND C, IT WOULD APPEAR THAT THE EC AND TURKEY 
HAVE FOUND A WAY TO STABILIZE THEIR RELATIONS FOR NOW 
(BY MARGINALLY IMPROVING THE RELATIONSHIP TO TURKEY'S 
ADVANATAGE) AND DEFER UNTIL SOME FUTURE DATE, I.E., 
FOLLOWING IMPROVEMENT IN THE WEST EUROPEAN ECONOMY 
AND TURKEY'S 1977 PARLIAMENTARY ELECTION, AN EXAMINA- 
TION OF WHETHER ANY FUDAMENTAL STRUCTURAL CHANGES IN 
EC-TURKISH RELATIONS ARE REQUIRED. HINTON 
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